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SUB J : BRIEFING MEMO: MIDDLE-EASTERN CURRENCIES PEG TO 
SDR S/S NR7505593) 

FOR THE SECRETARY FROM EB - KATZ, ACTING 

h RECENTLY THREE MIDDLE-EASTERN OIL PRODUCERS, SAUDI 
ARABIA, KUWAIT, AND QATAR, FOLLOWED IRAN IN DECIDING TO 
MAINTAIN THE EXCHANGE VALUE OF THEIR CURRENCIES IN TERMS 
OF THE SDR INSTEAD OF THE DOLLAR. THIS MEANS THAT THE 
DOLLAR PRICE OF LOCAL CURRENCIES IN THESE COUNTRIES WILL 
VARY FROM TIME TO TIME REFLECTING CHANGES IN MARKET RATES 
BETWEEN THE DOLLAR AND THE OTHER MAJOR CURRENCIES MAKING 
UP THE SDR "BASKET". THE OBJECTIVE OF THIS STEP, WHICH 
HAS BEEN TAKEN BY A NUMBER OF COUNTRIES IN VARIOUS PARTS 
OF THE WORLD, IS TO MODERATE FLUCTUATIONS IN THE LOCAL 
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ESPECIALLY EUROPE. THE SAUDI ARABIAN ACTION WAS ACCOMPANIED 
BY A SMALL (2 PERCENT) REVALUATION OF THE RIYAL. FOR 

AMERICANS THIS MEANS A SMALL INCREASE, AND THE PROSPECT OF 
SOME FUTURE VARIATION (UP OR DOWN), IN THE DOLLAR PRICE OF 
LOCAL CURRENCIES. 

2. THE STEP HAS NO DIRECT IMPACT AT ALL ON THE PRICE OF 
OIL. OIL PRICES ARE STILL BEING QUOTED IN DOLLARS. 

NEITHER IS THERE ANY DIRECT IMPACT ON THE CURRENCY USED FOR 
MAKING PAYMENTS FOR OIL-MOST PAYMENTS FOR OIL CONTINUE 
TO BE MADE IN DOLLARS. 

3. SAMA GOVERNOR QURAISHI TOLD AKINS OIL PRICES WOULD 
CONTINUE TO BE SET IN DOLLARS— IN SPITE OF PRESSURE FROM 
OTHER OPEC COUNTRIES TO CHANGE TO SDRS OR SOME OTHER 
CURRENCY BASKET. ANY CHANGE ALONG THESE LINES, OF COURSE, 
COULD HAVE AN IMPACT ON THE DOLLAR PRICE OF OIL AND MORE 
SERIOUS CONSEQUENCES FOR U.S. INTERESTS. 
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